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Abstract

The obje(.:tive of this independent study, “Problems in Auditing Electronic Business
in Bureau of Large Business Tax Administration”, is to examine problems on tax auditing of
corporations in the-electronics business segment under the supervision of the Bureau of Large
Business Tax Administration. Data collection involves the use of questionnaires by interviewing
~a total of 44 tax inspectors and 3 heads within the Electronics Business Taxpayeré’ Examination
| Team. Documents, textbooks and other relevant journals have also been studied.

Most corporations in the above segment are established by foreign entities for
manufacturing goods in accordance with the parent company’s specifications. Commercial
transactions are executed only with entities in the same group. In addition, these corporations are
also entitled to the investment incentives and exemption from corporate income tax.

The target group of questionnaires include more female with the age ranging from
21-30 years old. Most work as Level 4 tax inspectors, graduate with a bachelor’s degree and have
less than 5 years of tax inspection experience.

Under this study, problems can be effectively divided into 5 parts, inc]uding
- problems relating to the officials’ ability to perform their duties; rules, commands and procedures;

taxpayers’ cooperation; general affairs; and compliance with laws and regulations.



The results of the study is the problems relating to the officials’ ability to perform
their duties are at a high level. These problems are mostly related to the officials’ lack of
knowledge in international taxation and double tax treaties. Besides, officials also encounter
problems relating to the rules, commands and procedures at a high level. Most of them face
difficulties on the excessive work procedures which cause tax inspection delays.

With regards to the taxpayers’ cooperation, most are imiddle-level officials who find
the taxpayers’accounting system and documents too excessive and time consuming to understand.
For problems relating to the general affairs, generally, officials would face this problem at a high
level, and most problems are associated with inappropriate compensation arrangements,
expenditures and officials’ supplies expense.

Lastly, officials experience problems relating to compliance with law and
regulations at the average level. Most are problems associated with the complexity in assessing
the accuracy and appropriateness of commercial transactions betwceen the taxpayers and affiliated
companies, specifically on the issuc of fair price for the goods or raw materials (raded between
the parent company and its subsidiary.

By reviewing all the above problems, tax inspectors believe that the determination
of appropriate market price for goods or raw materials traded among corporations within the same
group to be used for revenue recognition or cost calculation and the assessment of the appropriate
use of investment incentives which provide corporate tax exemption are important problems for
tax auditing and create material impact on the collection of tax from corporations under the
electronics business segment.

The suggestions from this study were tax inspectors should be more enthusiastic and
make good relationship to taxpayers. Besides, The management of Bureau of Large Business Tax
Administration should set clearly operation policy and more concentrate in training to improved

operation comply with Bureau of Large Business Tax Administration’s standards.





